Wisconsin Bankers
ASSOCIATION

To: Members, Senate Committee on Financial Institutions and Revenue

From: Mike Semmann — Executive Vice President/Chief Operating Officer, WBA
John Cronin — Assistant Director — Government Relations, WBA

Re: Elder Financial Exploitation Legislation — Summary, Supporting Information, FAQ

WI Legislation:

Senate Bill 19; relating to: financial exploitation of vulnerable adults.

Senate Bill 20; relating to: financial exploitation of vulnerable adults with securities accounts,
violations of the Wisconsin Uniform Securities Law, granting rule-making authority, and providing
a penalty.

Summary of Provisions:

e Both bills are very similar — they allow transactions to be refused or paused when financial
exploitation of a vulnerable adult is suspected. SB 19 covers financial institutions and SB 20
deals with securities companies,

e SB 19 allows transactions to be held for 5 business days, whereas SB 20 allows holds to last
15 days. WBA supports adoption of Senate Amendment 2 to SB 19, which aligns the
allowable hold times and provides more certainty.

e Both bills allow personnel to create a list of people the vulnerable adult designates to be
contacted if the financial institution/securities company reasonably suspects the vulnerable
adult is being exploited.

e Both bills have reporting requirements, and both provide liability protection for personnel
acting in good faith.

e SB 19 allows a financial services provider to refuse to accept power of attorney if they
suspect the vulnerable adult may be a victim of financial exploitation. WBA supports Senate
Amendment 1 to SB 20, thus aligning provisions in both bills.

e SB 20 adds a penalty enhancer for securities law violations against vulnerable adults.
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https://docs.legis.wisconsin.gov/2021/proposals/reg/sen/bill/sb19
https://docs.legis.wisconsin.gov/2021/proposals/reg/sen/bill/sb20
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Supporting information on why these bills are necessary:

A March 2016 report from the Consumer Financial Protection Bureau (CFPB) report lays out the
importance of taking action to address elder financial exploitation.

e Executive summary (verbatim):

o Elder financial exploitation has been called the crime of the 21st century and deploying
effective interventions has never been more important.

o Older people are attractive targets because they often have assets and regular income.

o These consumers may be especially vulnerable due to isolation, cognitive decline,
physical disability, health problems, or bereavement.

o Elder financial exploitation robs victims of their resources, dignity and quality of life—and
they may never recover from it.

o Financial institutions play a vital role in preventing and responding to this type of elder
abuse. Banks and credit unions are uniquely positioned to detect that an elder account
holder has been targeted or victimized, and to take action.

e Demographics information

o America’s population is aging, and 75 million Americans will be age 65+ by 2030.

o Older consumers are far more likely to use tellers for transactions, so empowering them
to act goes a long way.

A February 2019 CFPB report examining Suspicious Activity Reports (SARs) on elder financial
exploitation sheds additional light on the pervasiveness and extent of the problem. This is only what is
reported.

o Figures:

o Suspicious Activity Reports (SARs) filings on elder financial exploitation quadrupled
between 2013 and 2017. The 63,500 SARs in 2017 likely represent only a fraction of
actual incidents.

o The financial damage related to suspected activities in 2017 totaled $1.7 billion.

o When a monetary loss occurred, seniors lost $34,200 on average. In 7% of the cases,
the losses exceeded $100,000.

e Demographics information:

o Afull third of individuals who lost money were over 80 years old.

o The average monetary loss was highest among the 70-79 age group.
e Older adults know the suspect:

o Monetary losses are more common, and amounts lost are higher when the older adult
knew the suspect

o Additionally, losses were larger and more common when the suspects were fiduciaries,
such as an agent under power of attorney

o 7% of SARs identify a power of attorney as the perpetrator. Again, this is only what has
been reported. Paired with information below on how often the victim knew the
perpetrator, this percentage is probably much higher.

Additionally, a December 2019 report from the Financial Crimes Enforcement Network (FinCEN) provides
more scope and context of fraud perpetrated against elders by looking at SARs.
o Monthly elder fraud SARs filed by securities companies increased by 300% from 2013 to 2019

e Suspicious activity amounts reported for elder fraud annually have more than doubled in the
same time frame to over $5 billion.

o Elder theft is most often committed by people they trust- 46% of the time it was a family member,
19% of the time it was a non-family caregiver.
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https://files.consumerfinance.gov/f/201603_cfpb_recommendations-and-report-for-financial-institutions-on-preventing-and-responding-to-elder-financial-exploitation.pdf
https://files.consumerfinance.gov/f/documents/cfpb_suspicious-activity-reports-elder-financial-exploitation_report.pdf
https://www.fincen.gov/sites/default/files/shared/FinCEN%20Financial%20Trend%20Analysis%20Elders_FINAL%20508.pdf
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Frequently Asked Questions

Q: Does a hold under these bills freeze an entire account?

A: No, only the specific transaction may be delayed. The account would remain active otherwise.

Q: Do prescriptive hold times disincentivize resolution of these cases? Shouldn’t we reduce these allowable hold
times?

A: Banks work expeditiously to do their due diligence — they lack incentive to hold transactions and doing so
would be bad for business. The language in the bills is designed to accommodate Adult Protective

Services (APS) and/or law enforcement. Holds often expire while cases are still open at APS or DA’s
offices. The more time they have, the more likely investigations and prosecutions can be completed. The
hold may also be lifted should other criteria be met first.

Q: By allowing refusal of power of attorney, will SB 19 allow financial services providers to do so for inappropriate
reasons?

A: Financial services providers may already refuse to honor power of attorney under certain circumstances.
These provisions are designed to help stop financial exploitation before a loss occurs, whereas the
authority under current law is generally moot and can only be triggered by events after the fact. SB 19
actually puts narrower guard rails on refusal of POA. Indiscriminately denying POA would also be bad for
business.

Q: Who will be making the decisions to pause a transaction?

A: While tellers are on the frontlines and are adept at spotting elder financial abuse, under the normal course
of business a transaction pause decision would generally made higher up the chain of command.

Q: Are these bills ‘ageist™?

A: Financial institutions work to prevent exploitation and fraud against people of all ages. The definitions in
these bills are consistent with the range of language in legislation enacted in other states.
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STATE REPRESENTATIVE « 88™ ASSEMBLY DISTRICT

DATE: April 12, 2021

TO: Senate Committee on Financial Institutions and Revenue
FROM: Representative John Macco

RE: Testimony on 2021 Senate Bills 19 and 20

Chairman Kooyenga and members of the Senate Committee on Financial Institutions and
Revenue:

Thank you for hearing testimony on our bills to combat elder abuse. It is my hope that by passing
these bills, we will provide increased certainty and security for our elderly and their families.

Today, Americans over the age of 50 hold 70 percent of the nation’s disposable income. As these
Americans reach retirement age, it often becomes more difficult for them to manage their financial
and physical well-being. It is not uncommon for seniors to rely on friends, family, or hired help
to assist them with their day-to-day life. However, with their reliance on others comes the risk of
financial exploitation and other forms of abuse and neglect.

Understandably, those who are reaching retirement age are worried about their personal and
financial security as they exit the workforce. Since 2001, reported allegations of elder abuse
increased by 160 percent in Wisconsin. The number of retirees will only increase as more “baby
boomers” exit the workforce at a rate of 10,000 individuals per day, making these bills essential
for Wisconsin retirees.

Senate Bill 19 expands the tool belt of financial service providers by allowing them to refuse or
delay a transaction when an elder-adult-at-risk agency such as a county social services agency, or
law enforcement agency provides information to the financial service provider that financial
exploitation has occurred or has been attempted. This bill also allows financial service providers
to create a list of individuals that a vulnerable adult authorizes to be contacted if financial
exploitation is suspected.

Senate Bill 20 allows securities industry professionals to provide to the Department of Financial
Institutions and other appropriate entities notice of suspected financial exploitation of vulnerable
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adults and them to temporarily delay transactions or disbursements from the accounts of
vulnerable adults when financial exploitation is suspected.

Colleagues, these issues hit close to home for me and my family. My mother-in-law was
financially exploited by a relative years ago and my wife and her siblings had little recourse once
the damage had been done. Additionally, my own mother was recently the victim of financial
fraud and I am not sure if she will ever see that money again. It is my hope that these bills will
help prevent others from going through what my family went through.

Our elder care bills are an important first step in our efforts to combat elder abuse. Our most
vulnerable citizens will benefit from their passage. I want to thank you once again, Mr. Chairman,
for holding this hearing and I urge you and the rest of the committee to vote for recommendation
of passage.
















































- Monthly elder fraud SARs filed by securities companies increased by 300% from 2013 to 2019

- Suspicious activity amounts reported for elder fraud annually have more than doubled in the
same time frame to over $5 billion.

- Theft from elders is most often committed by people they trust- 46% of the time it was a family
member, 19% of the time it was a non-family caregiver.

These facts underscore the need to empower frontline personnel and incorporate power of attorney
provisions in the bills.

Thankfully, Wisconsin is not alone in our efforts to curb elder financial abuse. According to NCSL, the
number of bills seeking to address elder financial exploitation has risen dramatically in legislatures across
the country. Numerous states have enacted tougher criminal penalties, defined the specific crime,
instituted reporting systems, adopted the Uniform Power of Attorney Act (UPOAA), or taken other
measures. These efforts span the political spectrum, and have been passed in red and blue states across
the country.

Let’'s add Wisconsin to that growing list of states taking action to protect its older populations from elder
financial exploitation. We urge your support of Senate Bills 19 and 20.

Amendments requested by WBA:

In order to achieve better parity among the bills and in furtherance of our goal to ultimately protect
consumers, WBA is urging adoption of two amendments — one to each bill.

Senate Amendment 2 to Senate Bill 19

We ask that the committee adopt Senate Amendment 2, which lengthens the allowable hold time on
transactions from five days to 15 days. While banks are usually able to complete their necessary steps on
a suspicious transaction quickly, a five day window often does not correspond well with the timeframes
adult protective services or law enforcement need to complete investigations. 15 days would match with
the allowable time in SB 20. SA 2 also addressed what some perceived as banks’ ability to pause a
transaction indefinitely. We worked with the authors and minority party committee members in the
Assembly to develop a more certain timeline, which is reflected in SA 2.

Senate Amendment 1 to Senate Bill 20

We request the committee adopt Senate Amendment 1, allowing qualified individuals, as defined in the
bill, to decline to honor power of attorney as bank personnel would be able to under SB 19. If our goal is
consumer protection, the bills should both have this provision. In a securities context, dollar amounts and
account balances are often higher, therefore the consequences of financial exploitation are also higher.

Again, we are grateful to Sen. Testin and Rep. Macco for making a renewed effort with this important
legislation this session.

Thank you Chairman Kooyenga and members for taking the time to hear our testimony today. We would
be happy to answer any questions you may have.














https://www.wisbank.com/elder-financial-abuse/
https://www.youtube.com/watch?v=nwcHkIhLSf4















http://serveourseniors.org/about/policy-makers/nasaa-model-act/
https://www.finra.org/rules-guidance/rulebooks/finra-rules/2165?rbid=2403&record_id=17538&element_id=12784
https://www.finra.org/rules-guidance/rulebooks/finra-rules/2165?rbid=2403&record_id=17538&element_id=12784
https://www.finra.org/rules-guidance/rulebooks/finra-rules/2165?rbid=2403&record_id=17538&element_id=12784

